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September 20, 2001
BY HAND

Laurcen Kapin, Bsq.
Enforcement Division IBECP
Federal Trade Commission

a1 Pennsylvania Avohue, MW,
Raam 5-4302

Washington, DC 20580

Re:  Microsaft Corparation FTC Docket No. C-4011)

Dear Ma, Kapin:

Thank you for your leller of August 27, 2001, We are gratified that you [ound all of the
media advertising that we forwarded to vou with our July 20, 2001, Comptliance Repaort, to be in
compliance with the Consent Order in this matter. We alsg regret that you did not find the
wobsile texl relurenced 1o your August 27, 2001, letter to be egually acceptable.

I appears to us that some part of our difTerence refates 1w vour position that reference
rmust be made in website text to the need to use a modem or other device each and every time
aity possible remote use of the device 1s mentened, As provided in paragraph 2A ol the Order,
because it is almost always limited in length and content, we agmeed {0 take thar approach in
ordinary media advertising and promotional material. On the other hand, i our view 1t s not
nceessary in order to provide “clear and conspicuous™ disclosure in [engthy textual material like
thar appearing on the PockerPCloom website that the need [or some extra device be referred to
every hme a lunctuon ha might be vged remotely 15 mentioned. [Fany viewer reading that
material would necessarily be exposed glsewhere in the text to the cleariy stated fact that a
separate thodem or other access device 13 necessary 1o achieve remote use, repetition each time
any such use 15 mentionsd should not be necessary and would make 16 much more dilficuli 1o

provide ¢lear and readable copy.

We alse think thar some of the usages your letter treats as remote” do not require or
ordinarily make use of remote conneclivity. For example, in part B of Lthe letter, vou suggest that
relerences {0 “downloading” ebooks, “books on tape™ from audible.com, and references to
listening to music necessarily imply remote access to the hiternet. 1t is our understanding that
these are rol functions that ate tvpreally pertormed remotely, Normal gse would be oo download
books (written or gudic) and music, and mast other substantive content, while the Pocket PO is in
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its cradle linked 10 a desktop or laptop PC s0 that the texi, music or other material could be
carned with the uscr and Jooked at or listened to whercver he or she happened 1o be. W do not
believe that any modem or other connectivity device is typically used for these purposes — even
by people who have such commectivity deviees,

In our view, the same is true of relerences to the Pocket Internet Exploter and its ability
1o browse [nternet content offline. These, too, do not imply the abilily 1o aceess the lnternet
remnotely. The ciucial feature of the Pockel PC thal is referred to, and which is not tnuw, ot
example, of Palm Products, ig its ability to allow users to download unreformatted HIMIL
material fromm Lheir deskiops and take it with them. A user can manually selact and download
such material while connecled (o a deskiop, The Pocket PC can also be configured to enable
favorite web pages to be downloaded and updated amomatically cach time the Pocket PC ig
synchronized with the user’s desktop or laptop PC. Services such as Avantgo can provide large
amounts ol information 1o the Pocket PC upon synchronization, which is then accessed by the
user while uncommected. Similarly, while still unconnected, esers can compose and “send” email
which will be automatically transmitied once they return their Pocket PC (o its cradle attached 1o

their desktop FC.

Having said all this, we recognize thai the copy that had been present on the websitc
needed improvement, and your letter certainly identifies several places where such improvement
ought to be made. We also have no interest in debating these 1ssues with you or the Commission
if that can be avoided in a reasonablc way. For that reason, the company has rewritten all of the
web pages aliached to your letter and has already pone “live” with that rewritten material.

We have attached copica of the revised web pages that cormespond to the pages attached
to your August 27 letter, We hope that they satisfactorily respond to the concems raised m your
letter. As you have observed, website text is in a constant process of evelution as new products
are inirodoecd and the relevant technology advances, and we will continus to pay close attention
to the concerns you have raised in future irerations of these websile malerials,

Finally, vou ask what is meant by the phrase “Full Web-Site browsing™ and how that
lunction differs from the “web clipping” and “limited graphical browsing™ capabilitics of Palm
and handspring products. 'I'his was a principal subjeet of a demonstration we put on during the
course of our discussions with the Advertising Practices stali. Az we belicve we satisfactorily
demonatrated at that time, a Pocket PC, unlike Palm and handspring producls, permits acccss to
any HTMT. page available over the lnternet. The pages available (o be vicwed are not limited to
“web clipplngs” formatted specifically for handheld devices. Lhere may be diflerunces between
how a page appears on the smaller Pocket PC screen as compared to the larger screen of a
desktop PC or even a laptop, but the pages can be accessed.

In contrast, Palm and handspring products can ouly aceess Inlemet content that has been
especiatly written or configured for those products, thereby denying access to a very large part of
the [1TM]. material accessible on & Pocket PC. Palm and handspring produets also lack the
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eompurational power to download most graphic content. "That is why, i contrasi o the fuil
content available om a Pocket PC, much of the material accessible on Palm and handspring
preducts comes in the form of “web clippings™ and why they are able to access very little graphic
material at all.

As mentioned, these distinctions were substantiated during a demonstration performed
for the Advertising Practices staff. As we believe they came to recognize during thal demonstra-
tion, there is a very substaniial dilTerenee berween the scope and types ol material “brewsable”
by a Pocket PC anéd by Palm and handspring products. In addition, this fact has been repeatedly
verified in unbiased third-party reviews of these products performed by COMSUMER REPORTS and
other reviewers. (Sce reviews enclosed.) 1t can also be observed by operating the products side
by side,

We hope this responds 0 your concemns and answers your questions. I we can ba of
further help, please lel me know.,

Sing

Charles E. Buffon

Eoclosures

oo Steve Aeschbacher, 1539,
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July 20, 2001

By Hand Delivery

Becretary Federal Trade Commission
Federal Trade Commission Linforcement Divizion 13CP
600 Fenmsylvania Avenue, N.W, 601 Pennsylvania Avenue, NW.
Washington, DC 20580 Room 5-4302

Washington, DC 20580

Attention: Laurccn Kapin
Adfention Laurcen Kapin

Re:  Microsoft Corporation
FTC Doclet No. C-40£8

Dear Secretary and Ms. Kapin:

linclosed are the oripinal {delivered to the Secretary) and a duplicate copy {delivered 1o
Mz, Kapin) of the compliance repott of Microsoft, Inc., in the above-captioned matler. 11 vou
have any questions about any aspect of the report, please call me.

Fnclosures

ce Sleve Aeschbacher, Esqg.



UNITED STATES OF AMERICA
FEDERAL TRADE COMMISSION

}
In the Mauter of ) FILE NO. 002-3331
)
MICROSOFT CORPORATION, } COMPLIANCE REPORT
4 corporation. ) July 290, 2001
)

Pursnant to the Agreement Containing Conseni Order colered in this matter, and in
conlormity to the letter dated May 31, 2001, froun Laureen Kapin, Esq., of the Division of
Enforcement of the Commission’s Burcau of Consumer Protection, Micrasnfi Corporation
{Microsoft} subinits this as its Compliance Report. The numbered paragraphs correspond to the
numbered instructions set oul 1 Mz, Kapin’s lettor:

1. Tn compliance with Part IV of the Order, Microsofi has provided copius of the Order
to all principals, officers, directors and managenal and supervisory employces, agents and
representatives having responsibilities with respeet to the manvfacturing, labeling, advertising,
promotion, offering for sale, sale or distribution of personal digital assistants or handheld
Internct or cmail aceess devices and mstructed themn as (o the need to comply with all parts of the
Order, inchiding Parts | and [1. The company has, to the best of our knowledge and belief,
complied with Parts I and IT of the Order at all times since May 21, 2001, in connectien with the
manufacluring, promotion, offering for sale, sale and distribution of any parsonal digital
assistanls and handheld nlemnet or cooail access devices that require the use of an additional
device or conneclion Lo a telephone landline in order to remotely access the Internet or emaul

ascounts, and copies of all relevant “promotiona material” (as defined in Ms. Kapin’s lciter) are

submutted n HExhibit A.



2. Instructions have been provided by counsel to all relevant business units and
personncl to prescrve and maintain all records identified in Part TIT of the Order. All of these
matcrials will be retained for five years, after which they will be purged.

3. A copy of the Order was provided 1o all catcpories of persons identified in Part TV of
the Order and will be provided to all of their successors and [uture holders of such positions, A
list of all such persens who have received the Order to date and their positions is provided m
Exhibit B. Because not provided for in the Ornder, the company did not obtain written receipts,
but receipt wag verilied in cvery casc.

4. The company and its counsel recognize the obligation Lo provide nulice in any ol the
circumstances deseribed in Part V of the Order, but ne such oceasion has so far oceurred.

I declarc wnder penalty of perjury that the foregoing is true and correct to the bost of my

knowledge and belisf.

Yico President
MicTosull Corporation
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Microsoft® Pocket Outlook® on your
Focket PC is the best Chtlook companion.
It offers the rich Dutloolk features you use
o0 ol desking.

whth the Pocket Outtook
appifcations, your can:

+ Raad, write, arnd send e-mail.

# Manage your calendar.

+ Kaeap trach of your contacts.

# Stay oerqganizad with tasks.

* Taka handwritten ar voiee nates,

Focket Chatlaok enables you o access youwr personal aned
corporate e-mail accounts from your [nbox. And because
Pocket versions ot Microsoft Word and Microsoft Exesl
are integrabed inte your Pocket PO, you can open, edit,
and send Word and Excel e-madl altachments.

Using Calendar, you can qedckly aceess your schedule
information when you're away from your desk. Cotar
appoinlments, reecive retoimders, and view pour schedule
bw day. week, tnomh. or vear. With Contacts, viwal
information ix always within your reach. Bssily slore anrl
find addregscs, phone nurnbers. and kirthdays, Y ou ot
Lwice a4 many st felds within a contaet Gile on your
Focket ] as you would on Palm or YVisor deviees, Lsinge
the quick #ind and quizk tab featores, you can easily
move through youer contact list whether you have 10 or
LN contacts.

With Tasks, yon can remind yoursalf of important tasks.
Create rasks by simply tapping the enoy bar and byping.
Take advantage of nch features such as due dates and
ateached nowes. Using Notes, you can take handwyitien or
voice notes. When vou write notes with the Focket PC
stylug, vour handwriting is understood and saved as text
And when you den't have hands frae for writing, you can
lake voice noles with the Pocket PC voice recordar. Flus,
i ey rooedhiz and ool nowes wnd then sond Lhem in
g-mail.

Wherever vou go, Pocket Outlook Keeps you
productive and in towch,

Sae other featires
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Access atl your personal and coromnte
g-mail secounts and sty in touch with
colleagues, family, and friends.

With Inbax, your can:

+ Read, write, and send a-mail.

& Accass your parsonal and corporate
e-mail accounts.

s Open,. edit, and acned Word and Excel
e-mail attachments.

When you connect, e-memi! avtomatically synchronizes
between your PC and Tnibox on your Pocket I'C, 50 you
can, view your e-mail offline. With the addition of any
modem or Ethemet CompactFlash caid, you have the
ability o read, wiie, and send e-mail . Pluy, e-manl that
UK e ¥0U via your fnkemet service pravider {50,
your eorpoerats netarork, of your Web-basad e-mall such
as Microsaft® Hotmail® will be displayed using
Mlicrosoft® Interoct Explorer for Pocket PC.

Plus, you'rc not Tivnited to plain-texi e-mzil. Because
Pocket verstons of Mictoselt® Word and Microsoft®
Excel are integrated into your Pocket PC, you can open,
edit, and send Werd and Excol c-mai! attachments, With
additicnal third party applications, you can even read
PDF and PowerPoint files. Inbox alse supports
HTML-based e-mail. When you receive HTML e-mail,
vour Pocket PC places the text in the body of your e-mail
and converts the graphics imto attachswnts vou can view
in Pogleet [nternet Explorer.

With Pocket Ohrilook Inbox, yon’ll never be out of the
loop again.

&amm@
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Microsotid Pocker Word offers many of
the rich Microsoft Word features vou're
familiar wirh an vour desktop computer.

P Micuwall Curporulnn

With Pocket Word, your can:

& Cragte, read, angd adit decumants.
& 5end and receire Word e-mail attach ments.
® Find armd replace, 2aom, and save
in various formats.,
® Irsart graphics or draswings in
text documents.

Pockel Word allows you Lo creale docummenis suct as
lesgbrs, moiny nineles, oo rip reperis while you sty
oo the move, Use (amiliar {eamres from the desktop PO
version—iinding and replacing, full-screen editing. and
roorming. Format ext the way vou want it by selecting
fonts, aligmng parspraphs, and creaniang bulleted lists,

Sharing documents is easy. Save dosumantsz on your
Pocket PC in g vanety of formats, inchiding rich text and
Word 97, and send them (ne-mail. Open Word 2-mail
arcachments, edit the documents, and send them back.
Copy dacurmentz tTom your deskiop computar to your
Pocket P Diocuments created using the desktop PO
verzion of Word arz automatically cotverted on the
Pockel PC to the Pocket Woed format. [z also casy (o
ensute that only autharized individuals read your
documents. Simply apply a pazswortd 1o the file that you
wanl Lo vhare.

S¢ when you'ee on the go, Poclet Word ensurces that
important documents are always with you,

See other featiros &
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WlieroamitCh Pooket Excel supports mors
than 1{N} fenclinng and formulas, including
the st comman (caluees from e
desktop PC varsion of Rxcel.

With Poclcel Excel, you can;

» Cresgte, viev, and aedit spreadsheets,

e Send and recaive Excaf e-mail attachments,
o Spht screans and freeze panes,

& Filter and sort data.

Packet Excel enables you to create spreadshects such as
expense reports and mileage logs. Use familiar features
from the desktop PC version of Gacel to create templates,
split sereens, sort and filter data, make quick calculatians,
and zoom the view. [ormat both worksheets and c2lls, so
thal they appear Lhe way you want them—change row
height, column widlh, borders, fill eolors, and fonts.

Sharing spreadsheels s sasy. Save spreadshests on your
Pocket PC im a variety of formats, including Pocket Cxeel
and Fxcgl, and send them in comail. Open Excel e-mail
attachments, sdit the spreadsheets. and send them bacls,
Copy Bxcel spreadshoets from your desktop compuer Lo
your Pocket PL. Sproadshocts creatod wsing the deskiop
I version of Excol arg automatically converted on the
Pockat POt the Packat Excel format. 165 alse sasy (o
ensura rthar onfy muhorized individuals roacd your
spreadsheets. 3inmy apply a password to the file that
you wart bo share,

With Poclket Excel, you'll siay productive no matter
where you arc.

See other features 3D
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With Fncket Intemet Explnrer,
you can browsa, shop, and trade almest anywhere on ths Web.
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BlicrosollE Inderiet Explorer lor the

Pockel PC enubles you o wavel virleally

ervwhers on e Wb,
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With your Pocket PC, you camn:

* Browse, shop, and trade on tine Web.

e« lise Web-based e-maif such as Hotm ail
AOL, and Yahaa!.

#* Vew your favorite Wab poges offling,

# Entar any URL when anline.

While other 2mall mobile devicea limit vou o segments
of Web pages and text-bazed browsing, Pocket [nternet
Explerer enables vou to view rich color praphies on
complele Web pages almost anywhers on the Web, Yoo
can shop online secnrely, check vour shock mudes, and
acvess your hanking information. And with the Aven o
service built into Pocket loerner Explorer, yon can
acgess more than 00 channels of Web content with
news., flight schedules. restaurant reviews—opamired
For your Pocket PC

Gt online witle your Pocket PC, a modem and a phane
Line—uor sign up with a wireless Internet service
provider, Yiew your tavorire Wab pages offline as well,
Creating a “robile tavorite” is as easy as adding a Web
oage to the list of favoriees on your deskiop. And after
adding a “mobile favorite," Microsoli® ActiveSyoc®
ancomatrcally sends a downloaded version af the page to
your Pocket PC when you syoe will your PC.

50 when you want to surf the Web, your Pocket PC
helps yoo cateh the wave.

See other features 3
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